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Scott D. Burton
Treasury Deparfrnent
Kennecott Corporafion
l0 East South Temple
P.O. Box 11248
Salt Lake City, Utah 84147

Updated Suretv Amount. Kennecott Bineham Canyon Minine Companv. 4th Line Expansion.
IW035/01 1. Salt Lake Countv. Utah

Dear Mr. Burton:

The Division has prepared an updated reclamation surety amount for the 4th Line Expansion
portion of permit I\{/03 5/0 I I . The surety update escalates the I 990 base amount to I 996 dollars using
actual Means Historical Cost Indices. The 1996 amount is then escalated five years into the future using
an escalation factor which is the average of the previous three years escalation factors. The new surety
amount required by the Division for the 4th Line Expansion is $6,418,000 in terms of the year 2001
dollars.

As with the previous surety renewal for the UCD Modernization portion of permit W035/011, a
new reclamation contract will need to be prepared and submitted to the Division along with the new
surety. A copy of the old (cunent) reclamation contract for the 4th Line Expansion and a new blank
reclamation conhact form are enclosed for your use. Please inform us of the form of reclamation surety
Kennecott wishes to post so we may provide you with the appropriate surety form. Please contact me or
Tony Gallegos here at the Division if you have any questions in this regard.

Permit Supervisor
Minerals Regulatory Program

jb
Enclosures: old MR-RC fonrl" blank current MR-RC form ciz LdL"Art
cc: Elaine Dorward-King Kennecoff
m35-11-4.let
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SURETY ESTIMATE UPDATE
KennecottBinghamcanyonMiningCompany firenamem35_11u2.wb2
4th Line Expansion Last update oyt14ts6M/035/011 Saft Lake County
Prepared by Utah Division of eil, Gas & Mininq

-This surety update is due to changes in operator name & surety company
-No modifications are being made to the approved plan at this time
-The original surety estimate was prepared in 1gg0 & amended in 1992
-The base amount in the 1990 estimate was $4,930,000
-The current 4th Line surety is $5,300,000 in terms of 1gg7 dollars
-Ihis estimate adjusts the base amount to 1996 dotlars using actual escalation factors
-The 1996 dollar amount is then escatated five years into the future to the year 2001
-File M/0351011 has 2 separate sureties: "UCD Modernization" and the "4ih Line Expansion,,
-ucD Modernization surety of M/035/011 was updated on 11t7lg'to $10,42g,000 in 2000-$
-Escalation factors through 1995 are actual Means Historical Cost Indices
-Total disturbed area of M/035/011 covered by 4th Line Expansion surety = 16g ACRES

ESCAL BOND
CALCULATIONS YB FACTOR AMOUNT

F = P(1 + i)""n lggo O.OOTT $4,930,000 base amount
1gg1 0.0127 94,992,611

F = Future Sum 1gg2 0.0221 $5,102,g4g
P = Present Sum 1gg3 0.0261 $5,236,135
i= Escafation Factor 1gg4 0.0321 $5,404,215
n = number of periods 1gg5 0.0193 $5,50g,516

1996 0.0259 $5,650,636
Three Yr Averag e = 2.58Yo 1gg7 0.025g $5,T96,422
Used to Project 5 Yrs lggg 0.025g $S,945,g70
lnto the Future 1999 O.02Sg $6,099,376
From the Year 1996 20OO 0.O2Sg $6,256,740

2001 0.0258 $6,418,163

Updated Surety Amount Rounded (2001-$) $6,419,000

Avenge cost per aae = $38,202 ($/ACRE)


